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Abstract

This paper aims to analyze the current transformations of commercial capital in contemporary capitalism. In light of the dynamics of globalization,
retail commercial capital has changed its actions and strategies, based on the prevailing logic of the functioning of the capitalist economy in the
current period. The study examines the global expansion of retail, as well as its territorial consequences, and gives particular emphasis to the role of
financialization and real estate business in these dynamics. Finally, we highlight how both foreign and domestic retail companies began to view real
estate investment as a means of obtaining profitability that contributes to economic reproduction.
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Resumo / Resumen

PRODUCAO DO ESPACO, TRANSFORMACOES DO CAPITALISMO E ESTRATEGIAS IMOBILIARIAS DAS EMPRESAS
VAREJISTAS

O proposito deste artigo ¢ analisar as transformagdes contemporaneas do capital comercial no capitalismo contemporaneo. Compreendemos que a
luz das dindmicas da globalizagdo, o capital comercial varejista modificou suas atuagdes e estratégias, recorrendo as logicas preponderantes do
funcionamento da economia capitalista no periodo atual. Analisa-se a expansdo global do varejo, bem como suas consequéncias territoriais e, com
uma maior énfase, indaga-se sobre o papel da financeirizagdo e dos negdcios imobiliarios nessas dindmicas. Destacamos, por fim, que as empresas
varejistas, de capital estrangeiro e nacional, passaram a vislumbrar no investimento imobiliario uma forma de obten¢do de rentabilidade que
contribui para a reprodugéo econdmica.

Palavras-chave: Capitalismo Contemporaneo, Capital Comercial, Varejo, Estratégia Imobiliaria.

PRODUCCION DEL ESPACIO, TRANSFORMACIONES DEL CAPITALISMO Y ESTRATEGIAS INMOBILIARIAS DE EMPRESAS
MINORISTAS

El proposito de este articulo es analizar las transformaciones contemporaneas del capital comercial en el capitalismo contemporaneo. Entendemos
que, a la luz de la dindmica de la globalizacion, el capital comercial minorista ha cambiado sus acciones y estrategias, utilizando la logica
predominante del funcionamiento de la economia capitalista en el periodo actual. Analizamos la expansion global del comercio minorista, asi como
sus consecuencias territoriales y, con mayor énfasis, preguntamos sobre el papel de la financiarizacion y el negocio inmobiliario en estas dinamicas.
Finalmente, destacamos que las empresas minoristas, tanto extranjeras como nacionales, comenzaron a ver la inversion inmobiliaria como una
forma de obtener rentabilidad que contribuya a la reproduccioén econémica.

Palabras-clave: Capitalismo Contemporaneo, Capital Comercial, Comercio Minorista, Estrategia Inmobiliaria.
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INTRODUCTION

The dynamics of contemporary capitalism have placed the production of space at the center of
society's attention. Over the last five decades, discussions about the spatiality of social life have
predominantly been academic, scientific and philosophical in nature. However, there is evidence that
space seems to have simultaneously entered political, socioeconomic and even cultural discussions,
further qualifying proposals for understanding and even intervening in territory. The spatial strategies of
capitalist companies from various economic sectors, including real estate businesses and retailers, also
fall into this equation. This article focuses on the strategies of the latter two groups of companies.

We understand the importance of making the links to theoretical frameworks clear to the reader
by expressing a form of analytical understanding of how the world functions, as well as a way of
imagining how this world can be overcome. This study starts from the idea of the production of space,
according to the conceptualization of Henri Lefebvre (2000), for whom space is a social and historical
product, as well as a condition and means through which society becomes possible, that is, space is the
“mode of existence of social relations” (LEFEBVRE, 2000, p. 152). Thus, within its historical and social
dimensions, our emphasis is on the production of space under the capitalist mode of production.

The above poses the question of why, if space is socially produced, so many agents adopt
conflictive relationships that are full of contradictions in the context of capitalism. Lefebvre (2015)
argues that these agents can be understood at the levels of “macro-decisions” and “micro-decisions”.
Thus, according to Lefebvre (2015, p. 448-449), “politicians, technocrats and planners, the military,
financiers, local authorities, construction workers, and 'users” and “urban social movements [...],
architects and urbanists”, intervene and produce “in a joint and disjointed way the homogeneous and
broken space”, constitutive and characteristic of capitalism. The agents who produce spaces for
commerce and consumption join this contradictory process.

This study’s methodological approach uses several available sources, notably material from the
specialized press and the websites of the companies analyzed here, including their annual reports and
balance sheets, although the content, presentation, organization, and disclosure of the information of
latter is not uniform. Nevertheless, it is essential information and data which is balanced by other
sources, including interviews that were published in the press. Prominence is given to the actions of
Carrefour and the Companhia Brasileira de Distribuicdo (CBD), as in addition to being the largest retail
companies in Brazil they have also invested in real estate on a national and international scale for some
years and their investment data is available in their annual reports. It is important to note that all
information involving monetary values (earnings, shares, rents) refers to nominal values, available from
the various sources consulted.

Retailing in Brazil has modernized in recent decades, leading to the reorganization of the
country’s commercial and consumer geography. The Brazilian socio-spatial formation (SANTOS, 1977,
1978) has strikingly articulated with the dynamics of capital accumulation on a global scale and has
become the focus of investments by capitalists from other countries. Large retailers have contributed by
injecting new economic and social dynamics into cities, regions, and places that were previously outside
of their spatial and economic strategies Even whilst this article focuses on the economic and spatial
dynamics and strategies on a national scale, we have no doubt that these processes also cross and
redefine urban space, spatial practices, and everyday life, since, from a multiscale point of view, they
touch on a fundamental point in the production of space, namely, spaces for commerce and consumption
and social and individual reproduction in cities.

This article presents some results of a study that focused on the relationship between retail and
real estate from a wide perspective, using certain specific companies as an example. The primary goal is
to show that retail capital is mobilizing land and real estate, and therefore space, for its economic
reproduction.

THE GLOBAL TRANSFORMATIONS OF THE RETAIL
TRADE IN CONTEMPORARY CAPITALISM

In his book on democracy, the Franco-Algerian philosopher Jacques Ranciére (2015) states that
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we live in an “age of hypermarkets”. This era, the fruit of Fordism and widespread distribution, is now
combined with “a mass individualistic society”, in which the consumer, eager for goods, is confused
with democratic man. Democracy seems to be the democracy of consumption and thus, in a way, a
tyranny, the tyranny of the market. Why? Because the law that reigns in the contemporary world is “the
law of capitalist profit” that operates under the control of a “financial and state oligarchy” in which
“state power and the power of wealth tend to come together in a single specialized [and spatialized!]
management of cash flows and populations” (RANCIERE, 2015, p. 120). Such a dynamic is nothing
less than what has been conventionally called globalization by some and, more critically, the
globalization of capital by others.

In this sense, Harvey's (2004) contribution is significant. Globalization is a new phase in the
capitalist production of space, which, on a global scale, involves consequences and contradictions that
modify the geographical landscape around the world through unequal geographical developments
(HARVEY, 2004). This interpretation clarifies that the space produced by capitalism in the
contemporary world, including retail companies’ spatial and economic actions and strategies, is related
to a series of aspects specific to this period, including financial deregulation, urbanization, new modes of
consumption, new roles for nation-states, and the information and communication revolution.

In the particular case of commercial capital, economic globalization and the insertion into national
markets that have redefined territories and places in recent decades can be divided into distinct periods.
The first of these involved the internationalization of large retailers in the last quarter of the twentieth
century. One example is Carrefour's entry into the Brazilian market in 1975. A second moment occurred
in the 1990s, preceded by the expansion in previous years of the domestic markets of each company's
country of origin. The international expansion of the 1990s was undoubtedly unmatched by the earlier
one in terms of scale, scope and speed, with a concentration of capital and increasing power in the hands
of these companies (COE; WRIGLEY, 2017). In the 1990s, great investment opportunities in the
so-called “emerging markets” arose through the expansion of foreign direct investment (FDI), which
reflected the territories’ economic dynamics, with rebates in sales and corporate profits. The weight of
the foreign markets is remarkable and says a lot about the globalization of retail companies (Figure 1).
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Figure 1 - The role of foreign markets in the operation and revenue of the world's 10 largest retailers
(2016). Source: Deloitte, Global Powers of Retailing, 2018. Prepared by the author.

Operations by transnational retail corporations in various national markets show how fruitful the
path of internationalization has been for many companies in terms of increased profits and economic
growth. The challenges of an internationalization strategy include going to other countries, entering
markets with local competition, and adapting (or not) to the culture of particular socio-spatial
formations. According to several rankings, such as Ibevar (2019) and “The 1000 Largest” of the Valor
Economico newspaper, Carrefour is currently the largest retailer operating in Brazil. In 2016, the former
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CEO of the company Georges Plassat described Brazil as a “beautiful business” to Valor Econémico
(10/03/2017). Graph 1 shows that more than 50% of the French giant’s revenue comes from foreign
markets; Brazil is one of its largest markets outside France. This strategy becomes a global logic that
reorganizes national territories in the context of a competitive logic between companies in the global
market. Increasingly this produces territorial and economic unification, and spatial fragmentation and
differentiation, in a contradictory process in which the State, the country, becomes its base of action,
which is referred to as a “national space of the international economy” (SANTOS, SILVEIRA, 2001).

Between the 1990s and the early 2000s, a third period is characterized by shrinkage of corporate
sales and the need to focus on strategic markets, followed nowadays by the fourth period of global retail
expansion focused on investments in e-commerce. This trend, which has been gaining ground since the
1990s and consolidated itself in the 2000s, is exemplified by Amazon’s ranking among the top ten
global retailers of 2016, according to the Deloitte 2018 Global Powers of Retailing report.

Coe and Wrigley (2017) argue that after the 2007-2008 crisis the focus of internationalized
distribution shifted under the induction of the Internet, which can be characterized as a new era of
globalized distribution or, in the authors' words, a “retail revolution.” For Moati (2009), this is a new
Internet-based commercial revolution in services and communication that redefines commercial spaces,
retail, and modes of consumption. Several companies perceive this virtual alternative as a strategy of
economic and performance reorganization, since, among other things, e-commerce helps to reduce costs
in many sectors, such as physical work and stores.

According to Global Powers of Retailing, between 2006 and 2016, Europe and North America
lost retail revenue positions among the largest companies in the industry, while Asia / the Middle East,
East Asia and Latin America increased their respective share of revenue in one decade. However,
although there may be a general idea that companies have been “successful” in finding new markets, the
particular experiences of certain companies have resulted in divestment, failure, and the desertion of
markets that they had previously entered (DURAND, 2011; COE, WRIGLEY, 2017).

The clearest example of this process is Carrefour’s withdrawal from Asian countries such as
Malaysia and the Philippines, from Latin America, such as Colombia, and from Europe, in the case of
Greece (BENQUET, DURAND, 2016). More recently, the French chain, which had been operating in
China since 1995, sold 80% of the company to Suning.com, a local retailer with the third-largest online
sales platform in the country and almost 9,000 stores in 700 cities. In Brazil, the most notable example
in this regard is Walmart, which initiated a restructuring plan in recent years resulting in the closure of
hundreds of stores in the country, and the eventual sale of 80% of its stake in Brazilian operations in
2018 to the private equity fund Advent International , which has investments in various sectors in over
30 companies in Brazil .

In conjunction with these recent changes and alongside investment in e-commerce, a retail
financialization process has developed that resizes corporate actions and operations, modifying the
actions and strategies of commercial capitalists. Here financialization is understood as the present
moment of capitalism, where financial accumulation predominates. We agree with Chesnais (2005) that
in contemporary capitalism financial capital superimposes other capitals in the accumulation process.
Thus, there is a predominance of financial accumulation, understood as the “centralization in institutions
of non-reinvested industrial profits and unconsumed incomes, which have the task of valuing them as
investments in financial assets - currencies, bonds and stocks - keeping them outside the production of
goods and services "(CHESNALIS, 2005, p. 57). In this sense, “the big banks, the big insurance
companies, the investment funds and the treasuries of the big industrial groups are their organizational
forms” (CHESNAIS, 2018, p. 1). This capitalism works on an international scale with capital flows that
favor some places over others. Since the 1970s the State has played a role by facilitating such flows
through the liberalization of the financial markets (CHESNALIS, 2005).

Baud and Durand (2011) analyzed the impact of financialization on retail companies between the
1990s and 2010s and showed that since 2003 this process has been increasing in companies in parallel
with a slowdown in sales and in the context of divestment that includes changes in their relationships
with suppliers and customers. According to Baud and Durand (2011) this combination of organizational
arrangements benefitted major retailers by providing them with dynamic gains and high levels of
financial profitability. The role of retail financialization has consequences that go beyond the
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reorganization of operations in socio-spatial formations around the world. However, financialization
does not benefit all corporations and can be active in the economic decline of groups, as in the case of
Carrefour (BENQUET, DURAND, 2016).

Furthermore, financialization within retail and commercial and service companies can be seen
from a range of operations such as banks and credit cards, as well as investment funds holding shares in
corporations. In Brazil, this process is quite recent and constitutes a “national financial retail”, which
includes various types of retailers, such as Marisa, Pernambucanas, Hering, Renner, Arezzo & Co.,
Guararapes and Restoque stores (SALTORATO et al, 2016).

The companies’ entry into the financialization process was one factor contributing to their
decline. Philon (2005) demonstrated how entering the era of financial accumulation weakened large
French companies, which were left at the mercy of financial agents’ control and decisions. This
reinforces Chesnais's (2005, p. 37) analysis that from the 1980s onward in the US, and 1990s in Europe
“it was not only part of companies’ property that became progressively more tradable financial assets on
the stock market, but also the companies themselves and even entire industrial groups.”

The financial agents' voraciousness is already well known in the literature (cf. CHESNAIS, 2005),
and the dictates of the power of finance in the accumulation process, as a particularity of contemporary
capitalism, cannot be overlooked when investigating retail commercial capital. Fortunately, some studies
have problematized the role of retail financialization in recent years, from various perspectives ( BAUD,
DURAND, 2011; BENQUET, DURAND, 2016; SALTORATE et al, 2016; WRIGLEY, WOOD, 2018).
This is of such importance that when Walmart's operations in Brazil in 2018 and Carrefour's operations
in China in 2019, mentioned above were realized almost instantly the shares of these and other retailers
rose on the stock markets.

Benquet and Durand (2016) showed that the financialization of large-scale distribution is part of
the era when this kind of distribution went through a crisis, favoring the restructuring of companies that
prioritize share values and financial logic to the detriment of investments in production and traditional
operations.

Carrefour appears in Benquet and Durand’s (2016) analysis as an example of how the
financialization of large-scale distribution was accompanied by the company’s economic decline.
Compared to Tesco (Great Britain), Walmart (USA) and Casino (France), Carrefour's shareholding
restructuring reveals that its trajectory and insertion into financialization damaged the firm, both as
regards profits and returns, as well as the payment of wages. The change and restructuring of the
company resulted in a transformation of its corporate governance, with the entry of Blue Capital
investment fund in 2007 as a major shareholder. The pursuit of ever-faster profits to pass on to
“impatient shareholders” weakened the company because jobs and wages were negatively affected to
pay shareholders, resulting in strikes. The company has had to narrow the perimeter of its explorative
operations, that is, its area of activity in foreign markets.

This point is extremely pertinent. Benquet and Durand (2016) show how, in addition to the
reformulations in the capital-labor relationship that negatively impacted workers, the need to satisfy
“impatient shareholders” meant Carrefour had to divest itself of holdings in operations in some
countries. In early 2010, and between 2011 and 2012, the company sold assets and withdrew from
Greece, Singapore, Colombia, Malaysia and Indonesia. In addition, it approved the separation of the Dia
network (which was a victory of the investment funds that sought to restructure the company and sell
assets, including in Brazil , in a true demonstration of the power of financial logic). As a result, the
company “needed to give up an important part of its real estate assets to free up cash” (BENQUET,
DURAND, 2016, p. 50). Thus, the disposal of real estate assets is crucial evidence of how real estate has
become relevant in companies’ economic dynamics. Retaining, controlling or selling them are forms of
real estate management that can reflect on the groups’ operating results.

The following section analyses the relationships between the retail trade and0O real estate
dynamics. This type of investment is new to retail business capital as a whole, which previously neither
operated nor invested in the real estate business. Building shopping centers, remodeling hypermarkets to
receive real estate rents, buying land and then renting it out, establishing partnerships with construction
companies and developers, and creating subsidiaries only to administrate the group-owned real estate is
something quite contemporary that has caught the attention of some researchers.
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(MERENNE-SCHOUMAKER, NAPPI-CHOULET, 2014; DESSE, MADRY, WAYNES, 2016;
PEREIRA, 2018, 2019). This is a fairly recent strategy, and just like financialization and e-commerce, it
should be better analyzed and investigated, as it involves several relationships that put the social
production of space at the center of the debate.

THE RETAIL TRADE AND REAL ESTATE
INVESTMENTS

Retail commercial capital has sought to modify its economic and spatial strategies in various
socio-spatial formations. Carrefour and the Companhia Brasileira de Distribuicdo (CBD) turned their
attention to the real estate business and in the 2000s, both companies created their real estate sectors. In
Europe, Carrefour created its real estate division, called Carrefour Property in 2004, whilst the Brazilian
version, Carrefour Property Division, started functioning at the beginning of this decade. Overall, the
real estate division operates in ten countries across Europe, Asia and Latin America (Brazil, France,
Spain, Italy, Argentina, Belgium, Poland, Romania, China and Taiwan), associated with the
Europe-specific Carmila, a company in the group that specializes in revitalizing hypermarkets and
shopping malls. In 2010, Carrefour's real estate assets were valued at 17.2 billion euros, according to the
company’s own document Journée Investisseurs (CARREFOUR, 2011, p. 8).

The group's real estate interests were already clear and were widely reported in the specialized
press. A few years ago, the Financial Times published the article “Carrefour: back to the future  that
was translated in Brazil by the newspaper Valor Econdomico (12/18/2013) under the title “A nova logica
do Carrefour na Franca (The new logic of Carrefour in France)”, highlighting the French retailer’s
intended strategy, which can be summed up in a nutshell: expanding real estate equity. The Financial
Times pointed out that in the previous decade part of the real estate assets had been sold to the real estate
management company Klépierre, which operates in Spain, France, and Italy. Ten years later, Carrefour
would buy back the malls in an operation involving 127 shopping centers worth two billion euros at the
time. In addition to restoring the real estate assets, the aim was “to help the company revive its European
hypermarkets" .

Real estate strategies through the acquisition of shopping malls, restructuring hypermarkets and
buying land have also been reported in the Brazilian press since the late 2000s and are part of the
Property Division. Property’s focus is the “management of arcades, the administration of our properties
and the creation of real estate solutions that reinforce our stores and make our spaces profitable” . The
Definitive IPO on the Sao Paulo Stock Exchange on July 18, 2017, described the performance of the real
estate division as follows:

Our property division also manages our store modernization and renovation initiatives, coordinating and
executing development projects and construction works, and also has the important task of optimizing our
property portfolio and creating value by increasing the potential of our properties, including through
partnerships with third parties in some projects, with the main objective of increasing consumer movement
and satisfaction in our stores (CARREFOUR, PD, 2017, p. 560).

Carrefour owns more than 15 million square meters in Brazil, with 308,000 m?* of GLA in 150
arcades and three shopping malls, with a total number of 2028 of leases. In 2017, the operating income
from real estate leases was R$241.3 million, according to the company's financial report
(CARREFOUR, 2018). One example of this strategy was the Villa Lobos hypermarket in Sdo Paulo,
where the space occupied by the hypermarket was reduced from 7,969 m? to 5,606 m?, and a Decatlhon
unit was installed. As a result, the flow of customers increased by 15% and hypermarket’s sales by 30%.
According to Yen Wang, the executive director of Carrefour Property in Brazil, “this did not include
Decatlhon's additional rent and the shared property tax for the condominium. This is a very powerful
model that we are working to replicate” .

Carrefour's operating logic is divided into three segments: the first is called Atacadao, bearing the
name of the company acquired by the French retailer in 2007 and is its flagship in Brazil. In 2018 its
gross revenue was R$37.6 billion. Retail is the second segment, encompassing all other store formats,
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including hypermarkets, supermarkets, the Carrefour Market mini markets, which are expanding, and
even gas stations. Finally, Financial Solutions is the group’s third segment dealing specifically with
financial operations that involve offering credit solutions, credit cards and product insurance to
consumers. In the latter, Carrefour operates in a strategic partnership with Banco Itati Unibanco, through
Banco Carrefour, in which it holds 51% of the share capital. In 2017, the three segments accounted for
62%, 34% and 4% of the net revenue share, respectively (CARREFOUR, 2018). It is in the second
segment where the various commercial formats and types of stores operate that the group's real estate
operations are highlighted.

Figure 2 shows the distribution of stores by type of property and it is clear that Carrefour owns
most of these, in fact, more than 70% of the spaces where the company develops its activities in the
Brazilian territory belong to the company and the rest are rented. For the company, control of its real
estate assets is fundamental to its competitive market strategy, giving it greater decision-making power
over investments, facilities, renovations and store expansions, and even the sale of certain units
(CARREFOUR, PD, 2018, p.560). The Pao de Agucar Group, in turn, has the opposite approach and
only possesses approximately 20% of the properties where its stores operate.

Carrefour
Establishments - Type of Property

Key
Establishments — Type of Property
@ Rented
<& Owned

[ state Organized by: Dr. Claudio Smalley Soares Pereira Source of the

unesp‘”*‘ A@m .}APESP Cartographic Project: Vitor Augusto L. Camacho, Geographer

Distribuic:
Municipality Cartographic Base: IBGE, 2018. Grupo Can

Prospecto Definitivo da Oferta Publica de F
ecundaria de Agd: ari Emissao do

le Agdes Ordinarias de Emi i
Atacadao S.A. 18 de Julho de 2017 cares RECIME

Figure 2 - Brazil. Spatial distribution of Carrefour stores by property type (2017).

Besides remodeling their hypermarkets by reducing the sales space (an ongoing strategy that is
also present in the investment plan “CARREFOUR 2022: a new ambition for the group”, launched in
January 2018 and focused on e-commerce) other company strategies can be identified:

(i) The transformation of hypermarkets into shopping malls, a strategy that took place both in
Europe and Brazil. For some years, the Brazilian press (for example, ESTADAO, 12/1/2014) has been
reporting how these trends are transforming hypermarket spaces and Carrefour’s construction of
shopping malls. In the Jardins neighborhood in Sdo Paulo, the Pamplona Hypermarket was converted
into a mall. According to the former president of the group's real estate division, it is a “100% Carrefour
venture [...] the group's largest investment in the world in a single project” . The five-story mall has 80
stores and is over 18,000m?. This strategy is a joint venture with large construction companies, in this
case, Odebrecht Realizagcdes Imobiliarios. These associations with major builders are also visible in the
spatial actions of the GPA Mall Properties. To build the Pamplona and Butantd shopping malls, both in
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Sao Paulo, the company transferred R$333 million to cover the land and construction of both projects.
This reclassified the property type from a real estate asset to an investment property , which generates
rental income. The value of these investment properties rose from R$159 million in 2016 to R$478
million in 2017.

(i1)In-store advertising and marketing by other companies also generate income from the use of
space. These commercial, service, and even, industrial companies need publicity to make their activities
and brands visible. They do so by renting various spaces at Carrefour stores, including gates, food court
tables, parking lots, and signage.

(iii) The company also intends to develop real estate projects that go beyond commercial spaces.
We show above how it articulates with construction companies, and there are projects that even aim to
build residential spaces as a way to optimize, value and extract profitability from real estate and land
assets. This would, therefore, be a fourth strategy that places space, land and real estate in the company's
economic reproduction plan.

How much, in fact, is the revenue that rents provide the group? These questions are not easy to
answer as the data is not always disaggregated. In the French and Portuguese reports, revenue from
rentals is accounted for in the Retail segment under “other income” . In 2018, Carrefour Property
division's net operating revenue was R$202.9 million, derived from real estate leasing (less than 2016
and 2017, which were R$241.3 million and R$216.1 million, respectively), which corresponds to
approximately 0.5 % of the group’s net operating revenue (CARREFOUR, 2019). This may not seem
very significant, especially if we bear in mind that almost all of the revenue comes from the circulation
and distribution of goods. What is important, however, is to note that this is a strategy that has been
gaining ground in the company's operations.

The Brazilian Distribution Company (CBD) is controlled by the Pao de Agucar Group (GPA),
which has been owned by the French Casino group since 2012 and has followed a fairly similar pattern
to Carrefour. It opened its real estate subsidiary, GPA Malls Properties in 2009 , and perceived this real
estate strategy as a way to profit from arcades, leases to traders and franchises, etc. As well as renting
out space, their strategy is notable for their articulation with construction companies to build residential
and commercial complexes, so that they earn rent from land due to their participation in the process as
the landowner. This strategy is also used by Carrefour.

On the GPA Malls Properties website, which gives information about the company's operations,
partnerships, and so on, it says that the idea is to “transform spaces into opportunities”. A short text
presenting the group's real estate division, taken from its official page, is reproduced below:

Turning spaces into opportunities

Welcome to GPA Malls! We are the real estate unit of the Pdo de Acucar Group, responsible for managing
the commercial spaces and expanding the stores of our Extra, Pdo de Ac¢ucar and Assai chains. Our work is
based on an entrepreneur-entrepreneur relationship, to offer you the best structure and services to grow your
business or franchise and increase your profitability. At GPA Malls, you can choose from a variety of space
options to suit your wishes and needs. Our commercial arcades are designed to provide the best experience for
retailers and consumers with comfort, easy access, security and the convenience of having everything at your
fingertips in one place. No matter the segment or size of your enterprise, we have the ideal area for your
business. We also offer media options for brands that reach a high number of consumers at the moment of
purchase. Also, our exclusive parking lots are available for rent to companies wishing to hold promotional
activities and events. Throughout our history, we have signed more than 3,500 contracts with tenants and
partners such as McDonald's, Ita, Cinemark, Centaur, Petz, O Boticario, and other small and large brands.
(our emphasis).

The quotation above shows that the operational logic is based on the use of spaces as a negotiable
exchange value. Renting parking for businesses, leasing space in arcades, shops or kiosks, as well as the
media, all offer opportunities for monetizing the spaces. It is also important to note that this type of
operation is linked to the reproduction logic of other commercial capitalists, who often find a much
cheaper price per square meter in these arcades, supermarkets and hypermarkets than in shopping malls.
This is particularly interesting for franchises and results in a synergy of economic reproduction for both
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companies while reshaping the commercial geography of cities and spatial practices, as discussed by
Pereira (2018).

In the words of Caio Mattar, former CEO of GPA Malls Properties the logic of “buying more land
and creating more stores,” (IG Sdo Paulo, 10/06/2011) demonstrates the synergy between the real estate
and retail businesses. The company's reports make it clear that this land acquisition strategy existed even
before the creation of the real estate division . For example, a 1999 report on investment planning for the
year 2000 states that “The Company will also strive to acquire land in strategic points, aiming at the
continued organic growth of this [Hypermarkets] Division” (CBD, 1999, p. 12).

The company’s investment plans for 2003 stated that “The volume of investments [for 2003] is
estimated at R$540 million; R$240 million of which are allocated to opening new stores and acquiring
strategic land [...] (CBD, 2002, p. 2). After the creation of the GPA Mall Properties, the investment in
new stores and land acquisition in 2010, 2012 and 2013 was R$350 million, R$703 million and R$785
million, respectively (CBD, annual social report / 2013 - unaudited supplementary information, 2013, P.
1). In 2013, the company had 286 thousand square meters of GLA, an 18.4% rise from 2012 (CBD,
2013, p. 41). In 2011, the company had more than 1.5 million square meters of land in Brazil available
for construction . Investments in land purchases have helped enhance its real estate operations in
conjunction with the commercial dynamics that are the main focus of the company's operations.

According to Mérenne-Schoumaker and Nappi-Choulet (2014), both Carrefour and Casino's
European strategies are linked to a process of the “financialization of real estate” on a global scale,
which is evident in the transition and transformation of real estate assets into financial assets. According
to the authors, this transition is due to the fact that more and more new agents, such as foreign
investment funds, are now part of, and to a certain extent have taken control of, corporate governance.
Thus, the arrival of new financial actors "has profoundly revolutionized [...] the real estate industry by
financialising the commercial real estate market" (MERENNE—SCHOUMAKER, NAPPI-CHOULET,
2014, p. 200). The authors emphasize that

[...] rental real estate assets are held by companies that raise funds in the global capital market [...] real estate
has become an asset like any other that allows investors to diversify the risks of their portfolios. The
perimeter of finance now extends to real estate [...]. Commercial premises, which have become financial
objects, are evaluated and requested by investors for rental income and the revenue from the liberated capital
(MERENNE-SCHOUMAKER, NAPPI-CHOULET, 2014, p. 200).

Thus, in the context of financialization, the search for “outsourcing of operating real estate assets”
(externalizations d'actifs immobiliers ), for example through sale and lease-back (as in the case of
Casino with hypermarket real estate), has become a strategic tool for value creation by distribution
companies. The increasingly evolving rental market is a financial asset that generates rent-based income
and has added-value potential. This is occurring in an investment context marked by the growing
presence of financial and international investors (NAPPI-CHOULET, 2003;
MERENNE-SCHOUMAKER, NAPPI-CHOULET, 2014, p. 203-204).

Whether in the form of a real estate or financial asset, private land ownership retains its property
status. It turns out that even when land and properties enter the financialization loop, they retain their
patrimonial form, but change their quality. This means that real estate, formerly owned by a business or
economic group as an asset from which an income could be extracted outside the financial markets and
the logic of financial accumulation, has changed in quality with the emergence of new economic agents
who have rights in the context of this new form of capital ownership. Real estate assets now generate
income for economic agents beyond the company itself, and thus enter the more internationalized and
global accumulation circuit. Institutional investors, investment funds and shareholders, who were
previously absent from companies or fewer in number, have also become holders of this new form of
capital ownership, taking the logic of income to a new level since they submit the company’s operation
to their dictates. Thus,

Property ownership creates the rights to revenue in the form of rents, land rents (urban or rural) and rent flows

related to stock market investments. Its purpose is neither consumption nor wealth creation that increase
production capacity, but “income” (CHESNALIS, 2005, p. 50).
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The shareholding restructuring of Carrefour analyzed by Benquet and Durand (2016), discussed
carlier, is exemplary. The operation with Klepierre to recompose the real estate equity could only be
achieved through a financial logic. With the operation, more than 800 thousand square meters of retail
area and assets were valued at 2.7 billion euros, of which 1.8 billion were shares; of these, “42 percent
of the shares were held by Carrefour and the remainder by institutional investors” (REUTERS,
12/16/2013).

A report by IstoE Dinheiro (12/23/2009) demonstrated that a variety of companies were seeking
to expand the real estate logic of their operations. The article also commented on Pdo de Acgucar,
McDonald's and Casas Bahia. Regarding the latter, the magazine reported on the real estate business
gains resulting from the merger with Pdo de Acgucar. At the time of the announcement, in 2009, Pao de
Acucar was expected to pay Casas Bahia R$130 million per year until 2019 for the 513 stores. This
would total R$1.8 billion in readjusted rental calculations. Another case was that of Abilio Diniz, who
was still at Pao de Agucar at the time. He says in the article that he rented twenty-eight of its thirty-two
stores to Casino, which earned him R$139 million in 2009. Currently, Abilio Diniz, now a Carrefour
shareholder, continues to receive income from the store rentals to Casino through a real estate
investment fund called Peninsula , which manages sixty-two of his stores that are all rented to Casino.
These spaces generated Peninsula a profit of R$217.4 million in 2014 (a year of GPA sales growth) and
almost R$ 212 million in 2016, 14.5% more than in 2015. Between January and June 2017, the revenues
were R$167.4 million, which was equivalent to the total of the whole of 2013. The investment fund
recorded a net gain of 88% in 2016 when compared to 2015, equivalent to R$ 278.7 million . This
particular example is an excellent illustration of the articulation between financialization and real estate.

The performance of Carrefour and GPA, as well as other companies, certainly attest to the
importance of space. Obviously, space was already viewed as a particular type of capital accessible to
companies, and here the internationalization process, understood strictly as spatial expansion to other
places, regions and countries to increase profitability, is well-known. However, in the context of the
operations analyzed in this study, the meaning that space, and therefore land and real estate, acquire is
different. Space is used as exchange value in the context of divestments, falling sales, shrinking and
international economic crisis, and certain markets being abandoned, which launched the
internationalization and globalization process of retail to other levels.

Space and land have become salable and tradable commodities (LEFEBVRE, 2000), from which
land and real estate rental income can be extracted, depending on how economic agents position
themselves in relation to other capitals. Carrefour, for example, achieves profitability (also drained by
the financial circuit) by renting spaces and through partnerships with construction companies. Thus, it
plays a dual role: “commercial capitalist, because it is inserted in the dynamics of the distribution of
goods, and landowner because it holds the land ownership rights acquired to operate distribution.”
(PEREIRA, 2019, p. 16).

Retailers need real estate to function; these properties do not always belong to landlords who
simply live off the rent. Instead, they are often owned by companies that view leasing some of their
space as a way to obtain fractions of socially produced added value. Many companies have employed
this strategy, thereby redefining the logic of the commercial real estate market, urbanization and
consumption. All of these topics are worthy of further investigation.

CONCLUSIONS

Given the above, three considerations appear to be feasible. First of all, understanding the global
dimension of retail requires an analytical, conceptual and methodological arsenal that articulates
multiple scales in the process of producing space. This means that business strategies of insertion into
particular national markets with certain socio-spatial formations are related to globalized spatial
selectivity and fragmentation, even as they bring about changes in modes of consumption, spatial
practices and everyday life.

Secondly, the combinations and nexuses that modify contemporary capitalism and commercial
capital (financialization, e-commerce, labor exploitation) need to be considered to understand the
phenomenon. The complexity of the relationships involving retail and current capitalism are hard to
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understand, however, a methodological perspective that takes into account open and related totalities is
an analysis that reveals the contradictions of the process. Nevertheless, even if this is not our central
focus, a discussion of the global expansion of retail companies presupposes that the processes of
financialization, economic restructuring, and State powers, as well as the widening of contradictions and
class struggles in the field of labor and the production of commodities, are dimensions without which it
is impossible to understand the movement that commercial capital has produced and continues to create
in the capitalist production of space.

The final consideration is the role of real estate investments in transforming global retail.
Evidently, rather than overvaluing a theme, this is a recognition of an important aspect of a multifaceted
dynamic of contemporary capitalism. Real estate investments by retail companies involve the
imbrication and conflict of interests of various fractions of capital (commercial, industrial and financial)
around the production of space. It is worth stressing that real estate investment does not reduce the
production of space to a triadic, complex and contradictory process as bequeathed by Lefebvrian
theories. Rather, but it illuminates the strategies and actions of companies that have an important impact
in determining the reproduction of inequalities in everyday life by monopolizing land and real estate in
the city, the territory and the world.
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